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SUBJECT: TRADE ISSUES WITH BRAZIL 
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1 . I SHARE YOUR CONCERN ABOUT THE POSSIBLE REPERCUSSIONS 
OF THE REPORT THE USDA IS PLANNING TO MAKE TO THE OILSEEDS 
TECHNICAL ADVISORY COMMITTEE NEXT WEEK ON BRAZILIAN SOY- 
BEAN EXPORT SUBSIDIES. WE HAVE DISCUSSED THE PROBLEM AT 
LENGTH WITH USDA. USDA HAS BEEN UNDER CONSIDERABLE PRES- 
SURE SINCE LAST FALL TO PRESENT ITS ADVISORY COMMITTEE WITH 
AN ANALYSIS OF THE BRAZILIAN EXPORT POLICY. CHAIRMAN OF 
ADVISORY COMMITTEE HAS, I AM TOLD, THREATENED TO RESIGN, 
PRESUMABLY WITH ALL THE FANFARE THAT SUCH ACTION COULD 
GENERATE, IF REPORT IS NOT PRESENTED IN VERY NEAR FUTURE. 
ADVISORY COMMITTEE HAS TOLD DENT AND BUTZ THAT COOPERATION 
OF INDUSTRY IN DEVELOPING U.S. POSITIONS FOR MTN NEGOTIA- 
TIONS THESE PRODUCTS NOT POSSIBLE WITHOUT REPORT AND 
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ANALYSIS OF BRAZILIAN SOYBEAN EXPORT SYSTEM. WE ARE TOLD 
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ALSO THAT ADVISORY COMMITTEE MEMBERS HAVE COMPLAINED TO 
MEMBERS OF CONGRESS THAT USDA IS DELINQUENT WITH REPORT. 

2. WITH USDA FEELING ITSELF UNDER THIS KIND OF PRESSURE, 

I DO NOT THINK IT POSSIBLE TO HAVE REPORT DEFERRED. I HAVE 
BEEN ASSURED, HOWEVER, THAT REPORT WILL BE CONFIDENTIAL 
UNTIL WEEK OF 23RD. BUREAU WILL SEEK CONCURRENCE HERE 
THAT YOU SHOULD GIVE ADVANCE COPY TO GOB AT TIME OF OR 
BEFORE ADVISORY COMMITTEE MEETING SO THAT FIRST INFO WILL 
COME DIRECTLY RATHER THAN PUBLICLY OR THROUGH LEAK. 

3. PROBLEM AS YOU RECOGNIZE IS FUNDAMENTAL DIFFERENCE BE- 
TWEEN U.S. AND BRAZIL CONCERNING EXPORT SUBSIDIES, WHICH IS 
EXACERBATED IN THIS CASE BY GREAT IMPORTANCE TO BOTH COUN- 
TRIES OF EXPORTS OF SOYBEANS AND SOYBEAN PRODUCTS. FUR- 
THERMORE, DECLINE IN U.S. EXPORTS, LAST YEAR, AND PROSPEC- 
TIVE HIGH CARRYOVER AT END OF CURRENT CROP YEAR, HAVE MADE 
U.S. PRODUCERS SENSITIVE TO BRAZIL S RAPIDLY GROWING 
POSITION AS SECOND MAJOR WORLD EXPORTER OF SOYBEANS. I 
BELIEVE WE SHOULD TAKE THIS QUESTION UP WITH BRAZILIANS AT 
THE MEETING OF THE BILATERAL TRADE SUB-GROUP THAT WILL HOPE- 
FULLY TAKE PLACE EARLY IN MARCH, BUT WE CAN EXPECT PROBLEMS 
TO CONTINUE AS LONG AS BRAZILIAN AND U.S. POLICIES REGARD- 
ING EXPORT SUBSIDIES ARE IN FUNDAMENTAL CONFLICT AND WE 
HAVE NOT REACHED AGREEMENT ON THIS ISSUE IN THE GATT. 

4. YOU SHOULD ALSO KNOW THAT WE EXPECT THE QUESTION OF NEW 
BRAZILIAN IMPORT RESTRICTIONS TO COME UP IN THE GATT 
COUNCIL ON TUESDAY. WE BELIEVE WE HAVE ARRANGED TO MINI- 
MIZE THE POSSIBILITY THAT THIS WILL BE SEEN AS A PART OF 

ANY GENERALIZED U.S. ATTACK ON BRAZILIAN TRADE POLICY, BUT 
IT IS NOT POSSIBLE TO ELIMINATE THE RISK OF MISINTERPRE- 
TATION COMPLETELY. WE ARE DOING OUR BEST TO LEAVE THE 
INITIATIVE TO OTHERS AND TO SHOW UNDERSTANDING FOR THE VERY 
REAL PROBLEMS THAT WE RECOGNIZE BRAZIL FACES. 

5. MY CONCERN IS THAT THESE ACTIONS PLUS THE EXPECTED RE- 
PORT ON ESCAPE CLAUSE ACTION ON SHOES AND THE POSSIBILITY 
OF A REQUEST FOR COUNTERVAILING DUTIES ON YARNS MAY BE 
TAKEN TOGETHER BY SOME ENTERPRISING REPORTER OR BY ONE OR 
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ANOTHER OF YOUR PARANOID FRIENDS IN BRASILIA AS INDICATING 
A GENERAL U.S. POSITION AGAINST BRAZIL'S ATTEMPT TO RIGHT 
ITS TRADE BALANCE. WE ARE DOING OUR BEST TO AVOID THAT. 

BUT WE CANNOT COMPLETELY AVOID THE REALITIES OF THE CON- 
FLICT. HOPEFULLY THE COFFEE ANNOUNCEMENT AND THE SECRE- 
TARY'S VISIT TO BRAZIL WILL SERVE TO OFFSET A GOOD DEAL 
OF THE IMMEDIATE ADVERSE REACTION AND PUT US IN A 
POSITION TO DISCUSS THE REAL PROBLEMS VERY FRANKLY AT THE 
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TIME OF THE BILATERAL TRADE TALKS. INGERSOLL 
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